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SUBJECT: EPMG CONTEMPLATING AN INCOMES POLICY AND AN AGRICULTURAL 
TAX 

1. EMBASSY HAS SKETCHY BUT RELIABLE INFORMATION THAT THE EPMG IS 
CURRENTLY FORMULATING AN INCOMES POLICY AND AN AGRICULTURAL TAXA- 
TION POLICY. THESE POLICIES MAY BE ANNOUNCED WITHIN THE NEXT FEW 
WEEKS, POSSIBLY AS EARLY AS SEPTEMBER 12, WHICH IS THE FIRST 
ANNIVERSARY OF THE DEPOSITION OF THE EMPEROR. 

2. REGARDING THE INCOMES POLICY THE EPMG IS REPORTEDLY GOING TO 
REDUCE SALARIES OF THOSE INDIVIDUALS MAKING OVER A CERTAIN AMOUNT- 
ETHS500 IS THE USUAL THRESHOLD CITED. THE REDUCTIONS WILL PROBABLY 
BE ON A SLIDING SCALE WITH THOSE MAKING MOST TAKING THE HEAVIEST 
PROPORTIONAL CUT. THE JUSTIFICATION FOR THIS ACTION IS REPORTEDLY 
THAT INCOME DISPARITIES MUST BE REDUCED UNDER THE NEW SOCIALIST 
SYSTEM AND. OWING TO OTHER POLICY ACTIONS BY THE GOVERNMENT SUCH AS 
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PRICE CONTROLS AND RENT REDUCTIONS, IT NOW COSTS LESS TO MEET BASIC 
LIVING REQUIREMENTS. 

3. THE ISSUES RELATED TO AGRICULTURAL TAXATION ARE MORE COMPLI 
CATED. THE FIRST QUESTION IS WHETHER ANY TAX SHOULD BE LEVIED THIS 
YEAR ESPECIALLY IN COMMUNAL TENURE AREAS WHERE TAXES HAVE BEEN 
ACTIVELY RESISTED IN THE PAST. NEXT, THE METHOD OF TAX HAS TO BE 
DECIDED, I.E. ON LAND OR PRODUCTION. THIRD, THE LEVEL OF THE TAX 
HAS TO BE 

DETERMINED. GENERALLY IT IS EXPECTED TO BE MORE THAN 
THE OLD TAXATION LEVELS BUT LESS THAN THE COMBINED AMOUNT OF TAXES 
AND PAYMENTS TO LANDLORDS WHICH PEASANTS PREVIOUSLY HAD TO PAY. 
FINALLY THE DISTRIBUTION OF THE TAX COLLECTED BETWEEN THE LOCAL 
GOVERNMENT UNITS (OR EVEN THE PEASANT ASSOCIATIONS) AND THE CENTRAL 
GOVERNMENT HAS TO BE SET. THUS FAR THE RANGE SEEMS TO RUN BE- 
TWEEN 0 AND 40 PERCENT FOR THE CENTRAL GOVERNMENT WITH MOST 
FAVORING THE MAXIMUM POSSIBLE TO REMAIN WITH LOCAL GOVERNMENT UNITS 
AND ONLY A TOKEN AMOUNT BEINT SENT ON TO THE CENTRAL GOVERNMENT. 

4. OBVIOUSLY THESE POLICIES ARE FRAUGHT WITH POTENTIAL DIFFICULTIES 
FOR THE EPMG. ASSUMING THAT THEY ARE DESIGNED TO HAVE A FAR-REACH- 
ING IMPACT ON INCOME DISTRIBUTION AND THAT THEY ARE APPLIED 
RIGOROUSLY. IN THE CASE OF INCOMES POLICY PROBLEMS OF INCENTIVE 
(PERHAPS A KEY ISSUE IN GENERAL WITH RESPECT TO THE EPMG'S ECONOMIC 
POLICIES) AND CORRUPTION COULD BECOME ACUTE. AGRICULTURAL TAXATION 
COULD ALSO GENERATE STRONG RESISTANCE BUT REACTIONS HERE WILL PRO- 
ABLY DEPEND ON HOW MUCH OF THE LOCALLY COLLECTED TAXES REMAIN IN 
THE RESPECTIVE COMMUNITIES. IN ANY CASE, IT APPEARS THAT THE EPMG 

IS DETERMINED TO CONTINUE ALONG ITS SOCIALISTICALLY ORIENTED COURSE 
EVEN IN THESE POTENTIALLY SENSITIVE AREAS. 

HUMMEL 
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